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950,000 last month, anadvance from the rate of 880,000 in March. 

This, together with the rapid increase in the applications for FHA loans, 
has made many people optimistic on the building outlook. It should be kept in 
mind, however, that because of the poor initial start this year it will require 
an average annual rate of 1,020,000 dwelling units in each succeeding month to 
equal the total of 992, 800 units built last year. 


P RIVATE residential dwelling unit starts increased to an annual rate of 


Whether new building continues at a rate near or above a million units will 
depend primarily on the market which develops later in the year for the housing 
units which are being completed by that time. A survey we have just made in 
176 cities (a detailed account of which appears in the May Real Estate Analyst) 
indicates that in many of these cities the trouble is not primarily a mortgage dif- 
ficulty but a lack of confidence in the general economic picture. 


This lack of confidence is also indicated by the fact that our long-term real 
estate activity index has declined again, until at the present time it is 20.1% 
below our normal line. In each succeeding month since last September the num- 
ber of voluntary transfers of real estate in relationship to the number of families 
has decreased in the urban areas of the United States. So far, the much easier 
financing has not brought any change in the direction of this line. 


Mortgage activity has also been dropping badly. It is now at a new low for 
the last 13 years. With the exception, however, of these three barometers, all 
other real estate indicators have been doing remarkably well. 


Throughout the United States, residential rents are still in a favorable posi- 
tion, with the average of 20 principal cities setting a new high, in spite of the 
economic recession. 


The cost of building our standard six-room frame house is down from the 
peak, but has shown relatively little drop. The average selling price of existing 
residential properties has shown little change during the past 6 years. 


Industrial production is off slightly, but the wholesale price index has not 


dropped greatly. A comparison of these factors from 1910 to the present is 
shown on pages 244 and 245 of this report. 
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The chart at the bottom of this page shows real estate sales price compari- 
sons since June 1955. While the month-to-month figures have shown some fluc- 
tuation, the overall trend has changed slightly since the middle of 1957. 


It seems doubtful whether the next 6 months will see any great softening in 
real estate prices. It may be that prices will drop by a very slight amount during 
this period, but the movement will be minor. 


The chart at the bottom of the opposite page shows mortgage interest rates in 
12 major cities of the United States compared with interest rates on Govern- 
ment, corporate, and municipal bonds. The drop in the interest rate on Treasury 
bills from more than 33% to less than 2/3 of 1% in an 8-month period is remark- 
able. The tight money market of the fall of 1957 has been reversed so completely 
that lendable funds are now in superabundant supply. If the fundamental difficulty 
with real estate had been a question of the availability of mortgage funds, we 
should expect a rapid increase in new building and in voluntary transfers of real 
estate. 
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We question whether the fundamental difficulty has been financing and, ac- 
cordingly, we will be surprised if real estate activity shows radical upward 
movements during the remainder of 1958. 


The table below shows recorded mortgage interest rates in 12 major cities 
of the United States from January 1954 through April 1958. This table indi- 
cates that recorded interest rates, which generally show some lag, reached 
a peak of 5. 84% in February 1958, and have been declining since that time. The 

(cont. on page 248) 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 
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Relationship Of Real Estate And General Business Barometers 


© by 1 WENZLICK & CO., 1958 
we RT | 
mi Miiiiiiiii 


a = 1925 1930 




































| Ve 23.7 


. J ‘ 

Dwelling Units | 
Per yeor per 1,000 Families ' 
Nontarm Dwelling Units P 





























} eB 
> +i0000 
~ 9000+ 
-Ragpom Frame House nook 
: +6000 
idential Rents— ——— 
' _ eres 
éianh ee em |9.4 
ale Price Index . rt 
/ ee 
/ eof 
ps ndustrial Production }: 
8 oe Fe we — ] ‘ KOREAN 7 
Beene’ s. wnt Meehan! 
Eo 40 0 1945 1950 1955 1960 





245 





e 








‘S61 Sutinp 1aMoy ATIYSITS HIOM [TTA XOp 
-UT STU} yey} HUTY aM «= *AzTENb ys.11j ayy JO aUO IO} 
SEM }I SB PUOg a}¥1-puodvesS & IO} YOnNU se %gp ATUO 
Aed 0} Zut[[IM sem ot[qnd Te19ued oy} usyM ‘ZEGT 
UI payover SEM }UTOd MOT sYL ‘UoTssaidep 3I1q 
94} BULINP SOT}¥I MOT 9Y} 0} paredwod uay A ysty 
AJOATLTAI [ITS ST BINBY STYUL ‘“6PET BOUTS aunty 
SAMO] 9y} “FT “LL 0} poddoirp mou sey oiNFtTy styl 
‘puog 9} ¥1I-j}SITJ © IO} SEM I Se puog 9}e1-puo 
-das & 10} YOnW se 49g uLY} 1Aa}}0q Aed 0} BuUTTIIM 
SCM IITQnd [¥19U93 9y} QCKI UI uTese pue EGET 





UT EY} PFIT} OU aq [TM FT RIVYO SIYZUQ ‘apes 
puodses ay} pue aper3 ysayusty ay} 103 Avd [TM 
otTqnd 9y} adtad ay} UI sdUeZe_Ip ay Alaatzeter 
ST a10y3 ‘raAaeMmoy ‘YSTY AIBA ST BdUapPTJUOD Udy M 
‘puog 93}¥1-puodes & IO} [[IM}I uUvYy} Spuog adAj 
3S9q 94} JO} BUIODUT O} UOTVL[IAI UI aHAad J9ySTY 
ev Aed [1TH ITT Qnd ZutjsaAut oy} Sdorp sduepyuo0. 
uaymM }eY} ST X9puT STYy} putyeq A1Oay} [e}USWIEpUNy 
euUL “Spuog 3}¥.1-puodas jo pTatA ay} Aq spuog }seq 
A1aA ay} JO pletA ay} SaprlArp yf *SsaaAy ‘gq preucey 
Ter9suey Aq o3e savak Auew apem Apnjs & uo 
peseq ST dAOqe UMOYS BdUSPTJUOD JO XapuUl sy 


| + 
‘ VVdFtVVV 
/SPI@!A spuog 


8S61 OD BF YONZNIM AO AG (Dd 


BIUSPIJUO") JO XOpu| 





2S ae 


wv 
ed 
a 
o 
o 
=] 
= 
Q 
Q 
@ 















































Z 
| NATIONAL DISPOSABLE 
INCOME = 












































DOLLARS 





OF 











B LLIONS 


Ae [| 


| National Disposable Income Compared 
With National Department Store Sales 


.C) by ROY WENZLICK & CO., 1958 


aiid + 





t 
| 
| 
} 









































































































































(cont. from page 243) 
mortgage survey of 176 cities, referred to on page 241, reveals that in more 
than half of these cities the current mortgage interest rate is between 53% and 
6%. The rates on the West Coast are higher than this, and on the East Coast 
tend to be lower. 


The chart on the preceding page shows national disposable income compared 
with national department store sales. Both have been dropping since last fall, 
although national department store sales have dropped by a slightly larger per- 
centage. 


It seems more or less inevitable that drops in disposable income in a period 
of economic stress will always be accompanied by drops of a greater percentage 
in retail sales. This is due to the fact that in periods of uncertainty the average 
individual decreases his purchases and increases his savings. The greater the 
percentage drop in national disposable income, the bigger the percentage in- 
crease will be in savings of all types. 


The purchase of many items is postponable, and the average family deter- 
mines its buying policies on the basis of its confidence in the future. If things 
look uncertain, if unemployment is increasing, and if overtime pay is decreas- 
ing, more money is saved. This is the situation we are experiencing at the pres- 
ent time, and it seems probable that this condition will continue at least through 
1958. 











